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1 . DCM DELIVERED DIPLOMATIC NOTE STATING U.S. POSITION ON 
NON-OBJECT FEES TO BARTHA OF MFA ON JULY 3. BARTHA READ 
THE NOTE CAREFULLY AND AGREED TO PASS IT ON TO THE MINISTRY 
OF TRANSPORTATION WITH A REQUEST FROM THE MFA THAT THE MAT- 
TER BE RESOLVED IF POSSIBLE. 

2. DCM OUTLINED TO BARTHA THE U.S. POSITION AND DISSATIS- 
FACTION WITH HUNGARIAN PERFORMANCE ON BOTH ISSUES OF NON- 
OBJECTION FEES AND MALF.V TREATMENT OF PAN AM IN TICKET SALES. 
HE POINTED OUT TO BARTHA THAT IT WOULD BE GOOD IF SOME PRO- 
GRESS COULD BE MADE ON THE RESOLUTION OF THESE ISSUES BEFORE 
THE AIR AGREEMENT COMES UP FOR RENEWAL SO THAT CIVIL AVIA 
TION MATTERS DO NOT BECOME MORE OF A CONTENTIOUS ELEMENT IN 
BILATERAL RELATIONS. HE AND BARTHA AGREED THAT THE EMBASSY 
SHOULD CONTINUE ITS DIALOGUE WITH THE HUNGARIAN CIVIL 
AVIATION AUTHORITY ON THESE TWO POINTS. ON TICKET 

SALES, BARTHA SAID THAT THE U.S. SHOULD NOT PRESS 
THE HUNGARIANS TO PERMIT SALES FOR FORINTS WHEN OTHER 
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CEMA COUNTRIES DO NOT PERMIT SUCH SALES. DCM 
RESPONDED THAT PANAM IS PERMITTED SALES FOR LOCAL CUR- 
RENCY (EVEN THOUGH WITH SOME LIMITATIONS) IN BOTH 
PRAGUE AND WARSAW. BARTHA SAID THIS WAS VERY USEFUL 
INFORMATION WHICH HE WOULD COMMUNICATE TO THE MINISTRY 
OF TRANSPORTATION. HE ADDED THAT IN TRANSMITTING THE 
EMBASSY NOTE TO THE TRANSPORTATION MINISTRY, THE MFA 
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WILL EXPRESS A HOPE THAT BOTH THE NON-OBJECTION FEES ISSUE 
AND THE QUESTION OF TICKET SALES CAN BE RESOLVED. 

3. TEXT OF U.S. NOTE FOLLOWS: QUOTE 
(COMPLIMENTARY OPENING) AND HAS THE HONOR TO REFER 
TO THE WORLD AIRWAYS APPLICATION FOR TRAFFIC RIGHTS FOR CHARTER 
FLIGHTS BETWEEN HUNGARY AND THE UNITED STATES AND THE NON-OBJECTION 
FEES IMPOSED BY MALEV, THE AIRLINE OF THE HUNGARIAN PEOPLE'S 
REPUBLIC, ON SUCH FLIGHTS. 

IMPOSITION OF A NON-OBJECTION FEE AS A CONDITION FOR OBTAINING 
TRAFFIC RIGHTS BY UNITED STATES CHARTER CARRIERS IS VIEWED BY 
THE GOVERNMENT OF THE UNTIED STATES AS A MATTER OF CONCERN. 

IT IS THE VIEW OF THE UNITED STATES THAT NON-OBJECTION FEES 
HAVE NO ECONOMIC JUSTIFICATION. RATHER, THEY CONSTITUTE A 
DELEGATION OF THE POWER OF TAXATION THROUGH THE DELEGATION TO A 
COMMERCIAL ENTERPRISE OF THE STATE S SOLE RIGHT TO GRANT OR 
DENY LANDING RIGHTS. 

WHILE THE UNITED STATES- HUNGARIAN AIR TRANSPORT AGREEMENT 
DOES NOT SPECIFICALLY TREAT NON-SCHEDULED AIRLINE SERVICES, 

THE GOVERNMENT OF THE UNITED STATES WOULD NORMALLY EXPECT THAT 
THE OBJECTIVE PROFESSED IN THE PREAMBLE OF THE AGREEMENT OF 
PROMOTING AIR TRANSPORT RELATIONS BETWEEN THE UNITED STATES AND 
HUNGARY AS A MEANS OF FOSTERING "... FRIENDLY UNDERSTANDING 
AND GOODWILL AMONG PEOPLES ..." WOULD APPLY TO NON-SCHEDULED 
SERVICES. THE GOVERNMENT OF THE UNITED STATES DOES NOT REGARD 
THE IMPOSITION OF NON-OBJECTION FEES ON NON-SCHEDULED FLIGHTS 
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OF U.S. CARRIERS AS A CONDITION FOR TRAFFIC RIGHTS AS FURTHERING 
THIS OBJECTIVE. NOR, IN THE EMBASSY'S OPINION, DOES IT ACCORD 
WITH THE INTENTION OF OUR TWO GOVERNMENTS, AS EXPRESSED IN THE 
HELSINKI FINAL ACT, TO ENCOURAGE INCREASED TOURISM. 

THE EMBASSY OF THE UNITED STATES FURTHER NOTES THAT MOST OF 
THE PASSENGERS CARRIED ON NON-SCHEDULED AIRLINES SUCH AS WORLD 
AIRWAYS ARE TOURISTS. THESE TRAVELERS ARE TO A LARGE EXTENT 
ADDITIONAL VISITORS WHO HAVE CHOSEN TO VISIT HUNGARY BECAUSE 
OF THE MARKETING EFFORTS AND ATTRACTIVE TERMS OF THE AIR CARRIER 
AND ASSOCIATED TRAVEL AGENTS. THEY ARE NOT PREDOMINANTLY 
PASSENGERS DRAWN AWAY FROM AIRLINES WITH SCHEDULED SERVICES. 

THE GOVERNMENT OF THE UNITED STATES BELIEVES THAT THE CONTINUED 
IMPOSITION OF NON-OBJECTION FEES MAY CAUSE UNITED STATES AIR- 
LINES TO REDIRECT THEIR COMMERCIAL EFFORTS TO OTHER TOURIST 
DESTINATIONS, THUS DEPRIVING HUNGARY OF ADDITIONAL TOURIST 
TRAFFIC AND REVENUES. ALSO, ANY CONSIDERATION OF AN APPLICATION 
BY THE AIRLINE OF HUNGARY FOR LANDING RIGHTS IN THE UNITED 
STATES WILL BE BASED ON THE PRINCIPLE OF COMITY AND RECIPROCITY 
AND THE IMPOSITION OF NON-OBJECTION FEES BY MALEV WILL WEIGH 
AGAINST A LIBERAL GRANT OF CHARTER RIGHTS TO THAT AIRLINE. 

IN VIEW OF THESE CONSIDERATIONS, THE EMBASSY OF THE UNITED 
STATES REQUESTS THE GOVERNMENT OF HUNGARY TO RECONSIDER ITS 
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POSITION ON THE IMPOSITION OF NON-OBJECTION FEES. 

(COMPLIMENTARY CLOSE) UNQUOTE. 

4. COMMENT: EMBASSY INTENDS TO PURSUE BOTH THE QUESTION OF 
NON-OBJECTION FEES AND MALEV'S GENERAL TREATMENT OF PANAM, 

INCLUDING TICKET SALES WITH THE CIVIL AVIATION AUTHORITY AND 
MALEV. WE CANNOT HOLD OUT MUCH HOPE FOR EARLY RESOLUTION OF 
THESE ISSUES BUT WE BELIEVE BY TAKING THEM UP AT THIS STAGE 
WE STAND A GOOD CHANCE OF IMPROVING THE HUNGARIAN PERFORMANCE 
BEFORE EXPIRATION OF THE AIR AGREEMENT IN 1980. 

KAISER 
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